
















































































































































































































serious	 defaults	 in	 history.	 Additionally,	 the	 project	 summarizes	 in	 a	 SWOT	 Analysis	
(Strengths,	 Weaknesses,	 Opportunities	 and	 Threats)	 the	 situation	 that	 Argentina	 is	
currently	living,	under	the	new	government	that	started	in	2015	with	President	Mauricio	
Macri.	Thanks	to	recently	instituted	policies,	Argentina	has	been	able	to	introduce	itself	























































played	 in	 Argentina.	 Compared	 to	 its	 neighbors	 in	 the	 region,	 Argentina	 has	 had	 a	
comparative	advantage	when	it	comes	to	Agriculture	as	it	has	been	endowed	with	very	
fertile	 lands	 and	 favorable	 climatic	 conditions.	 Therefore,	 the	 sector	 has	 allowed	
Argentina	to	enter	the	international	market	and	has	been	a	very	important	source	of	
income	 for	 the	 country.	 The	 Section	 continues	 with	 a	 description	 of	 the	 Argentine	
Agriculture	specialization,	highlighting	its	main	crops	and	most	fertile	lands.	The	chapter	











why	 the	 period	 ended.	 The	 second	 Phase,	 Juan	 Peron’s	 Imports	 Substitution	model	
(1930-late	 to	1970s),	 influenced	by	Peron’s	admiration	 for	 the	 rapid	 industrialization	
that	Mussolini	 carried	 out	 in	 Italy.	 During	 this	 period,	manufacturing	 became	 a	 very	
important	player	in	Argentina’s	economy.	Policies	were	aimed	to	favor	the	sector	and	
boost	the	internal	production	of	goods	that	were	being	imported	from	the	outside.	In	
1976	 came	 the	Military	 Dictatorship	 and	 the	 Third	 Phase	 of	 Industrialization,	 which	
lasted	until	1990s.	The	main	feature	of	this	era	is,	in	contrast	with	Peron’s	trends,	the	
opening	of	the	country	to	the	international	market,	eliminating	disincentives	towards	







Banking	 and	 Finance,	 the	 third	 part	 of	 the	 project	 explains	 the	 different	
monetary	 regimes	 throughout	history,	 starting	with	 the	Military	dictatorship	and	 the	
Financial	Reform	of	1977	under	Martinez	de	Hoz,	the	Minister	of	Economy	at	the	time.	
Because	 the	 reform	did	 not	meet	 its	main	objective	 of	 decreasing	 inflation,	 another	
attempt	 called	 the	 “Tablita”	 took	 place	 in	 1978,	 which	 consisted	 of	 a	 programmed	
devaluation	 of	 the	 peso	 based	 on	 a	 conversion	 table.	 The	 measure	 led	 to	 the	
propagation	 of	 speculative	 capitals	 and	 the	 “financial	 bicycle”,	 a	 period	 where	
Argentines	made	a	lot	of	easy	money.	The	project	then	continues	explaining	the	“Austral	
Plan”	 under	 Raúl	 Alfonsín’s	 presidency	 and	 the	 measures	 and	 consequences	 of	 the	





the	economy.	A	 very	 important	part	of	 the	 study	 is	 the	debt	 renegotiation,	which	 is	
	 3	
	 explained	 in	 detail.	 The	 section	 ends	 with	 Argentina’s	 return	 to	 international	
trading	in	2015,	under	its	current	President	Mauricio	Macri’s	government.		
The	 last	 Section	 of	 the	 project,	 Section	 4,	 contains	 a	 SWOT	 analysis	 of	 the	
situation	that	Argentina	is	currently	living,	after	all	its	complicated	past.	It	is	a	country	




























































in	 the	 recovery	 of	 the	 economy.	 According	 to	 the	 INDEC	 (2017),	 the	 country	 has	 a	






a	 42%	of	 the	world	 exported	 soymeal	 came	 from	Argentina	 (David	 E.	 Bell	 and	Mary	






















Argentines.	 The	 Argentine	 agriculture	 tends	 to	 be	 technologically	 advanced	 and	
productive	and	despite	the	small	employment	numbers,	 it	creates	significant	value	in	
economic	 production.	 The	 World	 Bank	 Group	 estimates	 that	 in	 2011,	 the	 total	
population	of	Argentina	was	of	41.6	million	and	3.1%	worked	in	the	agribusiness	sector	
(Statista:	The	Statistics	Portal),	so	that	is	approximately	1.29	million	generated	positions.	





	 The	 agro-industrial	 production	 has	 an	 extensive	 geographical	 coverage	
throughout	 the	 country,	 therefore	 the	 conservation	 of	 a	 lot	 of	 its	 natural	 resources	







areas	 like	 the	Northeast	of	 Formosa,	 the	North	of	 Salta	 and	 the	areas	 around	 Jujuy.	
There	are	also	large	areas	where	agriculture	is	only	possible	with	the	help	of	artificial	
irrigation,	 and	 the	 land	 is	 used	 for	 high-value	 crops	 such	 as	 fruit	 and	 vegetables.	
Table  1: Arithmetic Average, years 2011-2015. Source: World Trade Organization 
Indicator Exports Imports Trade	balance
Agricultural	products 202,86 11,9 190,96
Fuels 18,1 46,77 -28,67
Manufactures 113,6 269,42 -155,82
Machinery	and	transport	equipment 58,04 152,53 -94,5
Office	and	telecom	equipments 521 29,05 -28,53









































Together,	 forage	 farmers	 occupy	 the	 largest	 area	 of	 land	 planted	 with	 crops	 in	 the	
country.	Most	of	 the	 fodder	 is	directly	 consumed	by	animals,	while	a	 smaller	part	 is	
harvested.		
	




Argentine	 agribusiness	 production	 and	 exports.	 Because	 they	 are	 different,	 they	 are	










national	 goal	 of	 industrialization	 was	 adopted	 by	 Juan	 Peron	 and	 was	 followed	 by	
successive	 governments	 for	quite	 a	 long	 time.	 	 The	emphasis	on	manufacturing	 also	





both	 in	 agricultural	 holdings	 and	 infrastructure.	 This	 period	was	 characterized	 by	 an	















lead	 to	 questioning	 the	 role	 of	 the	 sector	 in	 the	 economic	maintenance.	 This	 trend	
marked	 the	 growth	of	 a	 policy	 that	 promoted	 the	 industrial	 development	 to	 reduce	
imports	 and	 the	 imposition	of	 taxes	on	 the	agricultural	 sector	 (overvalued	exchange	
rates	made	exports	 of	 grains	 difficult	 and	export	 duties	 on	 cereals	 and	beef,	 among	
others),	 pushed	Argentina	 back	 from	 the	 international	market.	 The	 protectionism	 in	




year	 1989,	 inflation	 rate	 reached	 3,071%	 (The	World	 Bank	 Group).	 President	 Carlos	
Menem’s	government	embarked	in	a	“free	market”	path.	With	the	convertibility	plan1,	
which	pegged	the	Argentine	peso	to	 the	U.S.	Dollar,	economic	 reforms	took	place	 in	








1 The Convertibility Plan will be discussed in Section 4.3 
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In	 2001,	 a	 federal	 budget	 crisis	 led	 to	 public	 debt	 default	 and	 devaluation.	





















In	 March	 2008,	 Cristina	 Kirchner	 made	 an	 executive	 law	 that	 rose	 taxes	 for	
soybeans	 again	 from	35%	 to	 44.1%	 (William	N.	Dowd,	 2009).	 She	 introduced	 a	 new	


















Motivated	by	 their	 last	 success,	 farmer	demanded	 for	 a	new	decrease	of	 the	
export	 taxes.	 The	 government	 did	 not	 succumb	 to	 their	 demands	 but,	 instead,	 they	
offered	them	to	share	30	percent	of	the	tax	export	revenue	with	the	provinces.	
	





















to	 liberalize	 the	 agriculture	 sector.	 This	 new	 trend	was	 opposed	 to	 the	 one	 that	 his	
predecessor,	 Cristina	 Fernández,	 had	 clung.	 During	 her	 presidency,	 she	 established	
severe	 restrictions	 on	 imports.	 For	 example,	 it	 became	mandatory	 to	 associate	with	




The	new	policy	 included	eliminating	export	permits	 for	 grains	 and	oilseeds,	 a	
decrease	on	export	tax	for	soybeans	from	35%	to	30%,	and	abolishing	most	other	export	
taxes	for	agricultural	commodities	like	beef	(it	was	taxed	at	15%),	corn	(20%)	and	wheat	
(23%)	 (David	 E.	 Bell,	 Forest	 Reinhardt	 and	 Natalie	 Kindred,	 2016).	 Macri	 propelled	



























	 The	process	of	 industrialization	 in	Argentina	can	be	categorized	 in	 three	 large	











region,	which	was	 converted	 into	 the	 axis	 of	 an	 expansion	 that	 seemed	 to	 know	no	
limits;	endowment	of	 land	proved	to	be	endless,	while	soil	 fertility	made	agricultural	
production	highly	efficient.	Argentina	joined	the	world	through	exporting	its	meats	and	
grains,	 and	 achieved	 significant	 Balance	 of	 Goods	 account.	 The	 model	 required	
significant	investment	in	industrial	infrastructure	in	processing,	railroads,	and	packaging	
particularly	 in	 the	 interior	 of	 the	 country	 to	 get	 the	 food	 products	 to	 the	 ports	 and	
eventually	to	the	export	markets,	primarily	on	the	European	continent.	
The	Argentine	agro-export	boom	was	part	of	a	process	of	internationalization	of	






















The	 trade	 was	 not	 the	 only	 growing	 segment	 in	 this	 period.	 	 There	 were	









very	 important	 role	 in	 the	 integration	 of	 the	 interior	 provinces	 into	 the	 national	
economy	 and	 the	 development	 of	 the	 export	 sector	 as	 it	 ensured	 the	 rapid	 and	
inexpensive	 transportation	of	exportable	products	 from	these	areas	 to	Buenos	Aires,	
where	they	were	sent	to	Europe.		
	













The	 golden	 era	 for	 Argentina	 did	 not	 last	 long.	 The	 country	 became	 heavily	
dependent	on	Europe	and	 its	ups	and	downs	affected	Argentina’s	 local	economy	too	
much.	In	1914,	The	First	World	War	broke	out	and,	even	though	Argentina	was	politically	












• Also,	 the	 beginning	 of	 the	 international	Great	Depression	 crisis	 in	 the	 1930s,	





(decreasing	 approximately	 30%	 between	 1929	 and	 1932	 (Jacob	 E.	 Madsen	
(2001))	 and	 a	 resurgence	 of	 protectionist	 practices	 in	 industrial	 economies.	
Countries	 began	 to	 close	 their	 economies	 through	 tariffs	 and	 production	
intended	primarily	for	the	domestic	market.	This	radically	changed	the	position	
of	 the	Argentine	economy	 in	 the	world	order	as	 the	export	demand	declined	
significantly	and	so	its	export	prices	fell	dramatically.	
																																																						
5	 The	 Dow	 Jones	 Averages	 are	 stock	market	 indices	 that	 represent	 the	U.S.	 economy	 in	 three	 sectors:	 industry,	
transportation	and	utilities.	
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giving	 foreign	 currency	 to	 those	 who	 were	 considered	 to	 have	 a	 greater	 collective	
benefit	through	imports.	This	distribution	of	changes,	in	the	face	of	excess	demand	for	
foreign	exchange,	implied	a	rationing.	The	established	parity	was	such	that	the	currency	
was	 overvalued,	 implying	 a	 stimulus	 to	 imports	 and	 a	 disincentive	 to	 exports.	 The	











levied	 on	 English	 products	 and	 granted	 preferential	 treatment	 for	 British	 companies	
based	in	Argentina	among	which	was	the	concession	of	all	means	of	public	transport	in	






foodstuff.	 	 Peron’s	 import	 substitution	went	 into	 full	 swing	 to	 allow	 the	 country	 to	
withstand	the	war	far	away	but	impacting	its	economy	so	closely.	
	
In	1939,	 the	World	War	 II	 changed	the	picture	 for	most	of	 the	countries.	The	
Argentine	economy,	again,	was	affected	by	the	conflict.	As	mentioned,	for	Argentina,	
the	 progressive	 closure	 of	 European	 markets,	 resulting	 from	 the	 German	 victories,	


















was	 used	 to	 generate	 resources	 for	 welfare	 programs	 and	 protected	 industries.	






















and	 more	 totalitarian.	 In	 1953,	 the	 government	 began	 to	 imprison	 opponents	 and	





















In	 this	 time	 span,	 and	 centered	 in	 the	 petrochemical	 and	 metal-mechanical	
complexes,	the	industry	had	its	most	outstanding	performance	becoming	the	engine	of	
economic	growth,	employment	creator	and	accumulating	capital.	Between	1964	and	
1973,	 the	manufacturing	 sector	 enjoyed	 a	 continuous	 growth,	 presenting	 a	 peak	 in	
1969,	where	the	sector	had	an	annual	growth	of	11.55%.	(The	World	Bank	Group)		
	
Within	 this	 period,	 there	 was	 an	 entry	 of	 subsidiaries	 of	 transnational	
corporations.	 These	were	 small	 investments,	 basically	 in	machinery	 and	 equipment,	









In	 1976	 the	 armed	 forces	 took	over	 the	 government	 as	 inflation	 reached	 the	
incredible	level	of	3,000%	(Rafael	Di	Tela	and	Ingrid	Vogel,	2004).	During	this	period,	the	
principal	 aim	 of	 the	 economic	 managers	 was	 to	 brake	 inflationary	 price	 increases,	





























Alfonsín’s	 Minister	 of	 Economy,	 prepared	 an	 economic	 plan	 in	 which	 the	 central	






















1990	 to	84%	 in	1991,	and	 to	 international	 levels	by	1992.	 Foreign	 investments	were	
attracted	producing	a	GDP	growth	but,	in	contrast,	industrial	participation	rate	in	GDP	
declined.	 For	 instance,	 between	 1995	 and	 1999,	 while	 Argentine	 GDP	 increased	 an	
82.55%,	 its	 industrial	 participation	 decreased	 from	 21.29%	 to	 19.2%,	 respectively.		
Economic	 stability	 generated	an	atmosphere	 in	 the	Argentine	population	of	welfare,	



































19%	 (La	 Nación,	 1999),	 factories	 remained	 closed	 and	 companies	 continued	 to	 fail.	
Starting	 in	 2000,	 industrial	 activity	 began	 to	 fail	 and	 so	 did	 its	 contribution	 to	 the	



















country	was	 still	 suffering	 the	 consequences	 of	 a	 serious	 economic	 and	 social	 crisis	
triggered	by	the	2001	default.	In	the	middle	of	the	year,	almost	60%	of	the	population	
lived	 below	 the	 official	 poverty	 line,	 the	 unemployment	 rate	 stood	 at	 17.4%	 and	
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confidence	 was	 very	 important.	 President	 Kirchner	 promoted	 people’s	 trust	 by	
announcing	a	50%	increase	in	the	minimum	wage	(paid	by	both	the	private	sector	and	
the	government)	and	by	reopening	the	cases	against	the	previous	military	leader	which	






to	benefit	 from	 its	 collection,	but	 to	 keep	 inflation	 stable.	 Lowering	 the	net	price	of	
exports	 would	make	 goods	more	 accessible	 to	 domestic	 buyers.	 Taxes	 of	 unrefined	















the	 Free	 Trade	Area	 of	 the	Americas	 (FTAA),	 led	 by	U.S.	 President	George	W.	 Bush,	
known	as	“No	to	the	FTAA”.	The	FTAA	proposed	the	creation	of	a	free	trade	zone	from	




for	 the	United	States,	which	was	 the	country	pushing	 for	 its	 formation.	Some	of	 the	
reasons	 for	 Nestor’s	 opposition	 and	 that	 affected	 the	 manufacturing	 sector	 are	 as	
follows:	
• The	effects	of	the	free	importation	of	goods	threaten	to	condemn	the	local	




development,	 among	 other	 things,	 threaten	 abolish	 medium	 and	 small	
companies	as	well	as	to	promote	the	deindustrialization	of	the	economy.	
	
Because	 in	 the	 years	 prior	 to	 2005	 the	 economy	 had	 experienced	 a	 very	
accelerated	growth	rate,	almost	eliminating	the	difference	between	capacity	and	usage	
(the	 “output	 gap”)10,	 Argentina’s	 inflation	 accelerated	 and	 by	 the	 end	 of	 December	
2005,	it	had	reached	11%.	(The	World	Bank	Group)	




In	 2007,	 Nestor	 contributed	 to	 the	 Latin	 American	 unity	 and	 integration	 by	
promoting	 the	 creation	 of	 the	 Union	 of	 South	 American	 Nations	 (UNASUR).	 It	 is	 an	
international	organization	that	aims	to	build	a	South	American	identity	and	citizenship,	
																																																						
10	 Difference	 between	 the	 actual	 output	 of	 an	 economy	 and	 the	 maximum	 potential	 output	 of	 the	 economy,	
expressed	as	a	percentage	of	Gross	Domestic	Product.	
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At	 the	 end	 of	 his	 term,	Nestor	 Kirchner	was	 a	 respected	man,	 known	 for	 his	
commitment	to	Argentina	and	his	actions,	which	had	managed	to	get	Argentina	forward.	

























began	 to	 manifest	 extremely	 seriously	 since	 early	 2008,	 first	 infecting	 the	 US	 financial	 system	 and	 then	 the	
international	financial	system,	resulting	in	a	deep	liquidity	crisis,	and	indirectly	causing	other	economic	phenomena	
















to	 promote	 investment	 and	 employment	 through	 public	 spending.	 For	 example,	
benefits	 for	 those	 who	 brought	 their	 capital	 from	 abroad	 to	 invest	 locally	 in	
infrastructure	or	the	ambitious	$21	billion	public	works	plan	to	sustain	the	economy	and	
double	the	number	of	jobs	in	the	sector.	However,	the	lack	of	consumer	confidence	lead	








2009.	 It	was	created	under	 the	motto	“Es	Argentina	 trabaja,	no	Argentina	descansa”	
(Argentina	works,	 It	does	not	 rest)	and	 it	was	a	plan	to	generate	employment	 in	 the	
more	 depressed	 neighborhoods	 and	 to	 carry	 out	 basic	 infrastructure	 works	 in	









take	 turns	 faded	 away.	 Presidential	 election	 took	 place	 in	 December	 2010	 and	 the	











Just	 a	 week	 after	 the	 President	 was	 reelected,	 she	 announced	 a	 series	 of	
currency	controls	aimed	to	stem	capital	 flight	and	preserve	 the	Central	Bank’s	dollar	
reserves.	 The	 established	 currency	 controls	 limited	 the	 power	 to	 buy	 or	 sell	 foreign	




In	 June	2010,	 the	President	 announced	 the	Bicentennial	 Productive	 Financing	
Program,	with	the	aim	of	financing	productive	investments	that	generated	employment,	














Commodity	 prices	 experienced	 a	 drop	 during	 2014	 and	 consequently,	
Argentina’s	income	from	exports	was	reduced	by	$4.5	billion	relative	to	2013	(Rafael	Di	
Tela	and	Fernanda	Miguel,	2015).	Modifications	regarding	 laws	of	 industrial	products	








































	 Before	 explaining	 the	 main	 events	 that	 marked	 the	 history	 of	 banking	 and	
finance	in	Argentina,	it	is	important	to	elaborate	on	the	oil	crisis	that	took	place	in	1973	




the	 decision	 of	 the	OPEC	 and	Organization	 of	 Arab	 Petroleum	 Exporting	 Countries15	
(OAPEC)	to	embargo	oil	exports	to	countries	that	had	supported	Israel	during	the	Yom	
Kippur	war	between	Israel	against	Syria	and	Egypt.	The	embargo	included	the	United	





prices	 generated	 inflationary	 spiral	 and	 lower	 production	 in	 oil	 importing	 countries.	
Most	 of	 the	 importing	 countries	 reacted	 with	 austerity	 policies,	 reducing	 public	
spending	and	fomenting	savings.	In	contrast,	countries	of	the	Middle	East	took	control	
of	a	commodity	and	soon	began	 to	accumulate	an	enormous	hoard	of	cash	 that	 the	
press	referred	to	as	petrodollars.		
	
In	 March	 1974,	 the	 embargo	 was	 lifted	 but,	 as	 it	 will	 be	 explained,	 the	
















1983	period.	 The	economy’s	uneven	patterns	of	 growth	and	 the	 frequent	 change	of	
governments	 gave	 rise	 to	 pronounced	 shifts	 in	 financial	 policy.	 During	 this	 period,	
Argentina	had	seven	different	ministers	of	economy.	
	






















liberalization	more	 focused	 on	 deregulating	 than	 regulating.	 Its	 aim	was	 to	 create	 a	































$90	billion	 (Pierre	Terzian,	2017))	 that	were	channeled	by	 the	banks	 to	oil-importing	
countries,	especially	to	banks	in	the	United	States,	Japan	and	Europe.	Martínez	de	Hoz’s	

















used	 to	 fund	 production	 expansion.	 	 A	 large	 portion	 was	 directed	 to	 financial	
speculation.	Companies	preferred	to	borrow	money	abroad	at	a	low	interest	rate	and	
then	invest	in	pesos	in	Argentina	where	local	interest	rates	were	exaggeratedly	high.	In	

























What	 Martínez	 de	 Hoz	 did	 not	 expect	 was	 the	 speculative	 capitals	 taking	
advantage	 of	 the	 known	 exchange	 rates.	 What	 happened	 was	 that,	 once	 again,	

























In	 1979,	 once	 the	 eight	months	 of	 the	 “Tablita”	 were	 over,	 the	 government	
shifted	to	a	fixed	nominal	exchange	rate	as	well	as	introduced	various	fiscal	policies	and	
wage	 controls	designed	 to	 contain	 inflation	 that	 failed.	 Thus,	 the	 real	 exchange	 rate	
appreciated	rapidly	appreciated	and	left	the	peso	seriously	overvalued.	In	consequence,	













	 Roberto	 Eduardo	 Viola	 became	 president	 on	 March	 29,	 1981.	 	 Under	 his	
presidency,	there	were	five	Ministers	of	Economy	was	distributed	as	Viola	did	not	want	
to	 put	 someone	 powerful	 in	 charge	 of	 that	 portfolio	 in	 order	 to	 avoid	 presidential	
authority	being	questioned	or	eroded.	Of	the	five	men	in	charge,	Lorenzo	Sigaut	was	the	
one	 who	 stood	 out.	 On	 April	 1,	 1981,	 as	 an	 incentive	 to	 agricultural	 and	 industrial	










	 	 The	 Argentine	 military	 embarked	 upon	 a	 surprise	 invasion	 of	 the	 Falkland-
Malvinas	Islands	on	April	2,	1982,	an	armed	conflict	between	the	Argentine	Republic	and	
the	Great	Britain.	It	did	not	last	long,	by	June	14,	1982,	the	U.K.	had	quickly	repelled	the	
assault.	However,	 it	 disturbed	 the	Argentine	 economy	as	 foreign	 investors	 lost	 even	






Benito	 Bignone,	 found	 the	 Argentine	 economy	 at	 the	 edge	 of	 the	 abyss.	 A	 severe	
financial	and	foreign	exchange	crisis	about	to	explode,	a	growing	public	sector	deficit	
that	caused	a	 rising	 inflation	and	the	consequences	of	 the	Falkland-Malvinas	 Islands’	
war.	To	address	the	situation,	the	then	President	of	the	Central	Bank,	Doming	Cavallo,	









Latin	 America	 has	 undergone.	 On	 that	 month,	 Mexico	 declared	 the	 temporary	
moratorium	 on	 its	 foreign	 debt.	 At	 the	 same	 time,	 several	 countries	 that	were	 also	

























were	 high	 and	 the	 price	 of	 Argentine	 export	 products	 decreased,	 which	meant	 less	
revenue.		
	
The	new	authorities	maintained	the	system	of	 regulated	and	 indexed	 interest	



















































to	 balance	 the	 budget	 as	 public	 enterprises	 were	 generally	 losing	 money	 and	 its	








to	 restructure	 the	 debt	 incurred	 by	 developing	 countries	 with	 commercial	 banks,	
especially	 in	 the	 context	 of	 the	 Latin	 American	 debt	 crisis.	 The	 plan	 allowed	 the	























As	 the	 Argentine	 economy	 depended	 so	much	 on	 external	 capital,	 problems	
began	to	arise	when	the	international	context	became	more	unfavorable.	The	first	crisis	
that	 hit	 the	 Convertibility	 Plan	 was	 the	 Mexican	 financial	 crisis,	 also	 known	 as	 the	
“Tequila	Crisis”.	On	December	1994,	the	Mexican	Central	bank	ran	out	of	dollars	and	
was	 force	 to	 float	 the	exchange	 rate.	 The	peso	devaluated	 its	 value,	 from	about	5.3	
pesos	per	dollar	to	over	10	pesos	per	dollar	between	December	1994	and	November	
1995	 (Also	 Musacchio,	 2012).	 Foreign	 investors,	 anticipating	 further	 currency	
devaluations,	 began	 to	 withdraw	 capital	 from	 Mexican	 investments.	 To	 discourage	
capital	 flight,	 the	 Mexican	 central	 bank	 increased	 interest	 rates	 but	 only	 ended	




As	 Argentina	 was	 seen	 as	 an	 emerging	 country	 similar	 to	Mexico,	 inevitable	
distrust	was	also	generated.	The	crisis	 caused	a	massive	 reversion	of	 capital	 flows,	a	
sharp	rise	in	interest	rates,	a	collapse	of	the	stock	market	and	a	sacrifice	of	reserves	in	
































• Brazil’s	 currency	 devaluation	 in	 1999.	 Russia’s	 economic	 crisis	 crossed	




























agreed	 to	 use	 this	 money	 to	 pay	 off	 debts	 and	 at	 the	 same	 time	 boost	 investor	
confidence.	This	would	reduce	country	risk	and,	consequently,	lower	cost	of	financing	
for	the	Government	and	the	private	sector.	The	loan	received	the	name	of	the	“blindaje”	




The	 new	 targets	 exceeded	 the	 governments	 capabilities	 and	 in	 early	 2001,	 it	
became	 apparent	 that	 the	 operation	 was	 far	 from	 being	 productive.	 It	 increased	






	 In	March	 2000,	 there	was	 a	 strong	 rise	 of	 the	 country’s	 risk	 premium,	which	
surpassed	1,000	basis	points,	a	fall	in	international	reserves	by	$3.2	billion	and	a	leakage	
of	 deposits	 by	$4.4	billion	 (Enrique	 Szewach,	 2001).	 In	 this	 context,	Minister	Cavallo	












	 Despite	 these	 attempts	 to	 clean	 up	 image	 of	 Argentina,	 the	 perception	 of	
international	 financial	 agents	 was	 still	 that	 the	 country	 was	 not	 ready	 to	 meet	 its	






2015).	 The	 amount	was	 significant	 and	 removed	 the	 risk	 of	 default	 in	 the	 short	 and	
medium	 term.	 However,	 in	 the	 longer	 term	 the	 problem	 of	 indebtedness	 was	
aggravated.	 The	Argentine	 economy	had	 to	 find	 a	 path	of	 growth	 that	 allowed	 it	 to	



























country	 was	 not	 keeping	 up	 with	 the	 condition	 they	 asked	 for,	 which	 was	 the	
continuation	 of	 the	 austerity	 measures.	 Consequently,	 on	 December	 17,	 the	
government	announced	a	new	plan	with	large	spending	cuts.	The	intention	was	to	cut	


























	 In	 these	 circumstances,	 the	 new	 economic	 authorities	 launched	 a	 program,	
which	 established	 as	 basic	 principles	 the	 pesofication	 of	 the	 economy	 and	 the	
devaluation	of	the	exchange	rate.	Pesofication	was	the	chosen	alternative	against	the	
full	dollarization	of	the	economy,	while	the	correction	of	the	exchange	rate	meant	the	












• A	rise	 in	poverty	due	to	the	rise	 in	the	price	of	 trade-ables	 (like	 food),	which	
nearly	 doubled.	 In	 2002,	 according	 to	 the	 World	 Bank	 Group,	 the	
unemployment	rate	increased	to	19.6%	and	it	was	reported	that	nearly	a	54%	
of	 the	nation	was	 living	under	the	poverty	 line.	 (Rafael	Di	Tela	and	Fernanda	
Miguel,	2015).	
• A	 problem	 regarding	 debts.	 70%	 of	 bank	 deposits	 and	 a	 79%	 of	 loans	were	
denominated	in	Dollars,	but	due	to	the	pesofication	they	had	to	be	converted	





































16 A “haircut” is a total reduction in the net present value of a debt obligation due to: (1) a reduction in the principal of 




































This	 last	 group	 of	 holders,	 that	 was	 asking	 to	 receive	 a	 full	 payment,	 took	
Argentina	 to	 the	U.S	Disctrict	Court,	as	 the	debt	was	governed	under	New	York	 law.	
Argentina,	even	having	lost	several	series	of	ruling,	still	refused	to	pay.	In	February	2012,	
	 47	
	 New	 York	 District	 Court	 Judge	 Thomas	Griesa	 upheld	 a	 lower-court	 ruling	 that	
Argentina	could	not	make	payments	on	its	restructured	bonds	unless	it	also	paid	back	
defaulted	bondholders.	The	Argentine	authorities	said	that	they	could	not	settle	with	








By	 October	 2012,	 Argentina	 lost	 its	 appeal,	 the	 U.S.	 Second	 Circuit	 Court	 of	
Appeals	 in	 New	 York	 confirmed	 the	 decision	 of	 Judge	 Griesa	 and	 by	 November,	 he	
reissued	the	injunction	forcing	Argentina	to	comply	with	payments.	This	announcement	





on	 every	 U.S.	 Dollar	 of	 the	 amount	 owed.	 As	 it	 was	 to	 be	 expected,	 in	 April	 2013,	
holdouts	 rejected	 the	 proposal,	 leaving	 a	 US	 appeals	 court	 to	 decide	 whether	
Argentina’s	proposal	complied	with	the	ruling	that	holdout	creditors	must	be	treated	




Alex	Kiciloff,	 the	Minister	of	economy	of	Argentina	 from	2013	 to	2015,	made	





























































expected	 to	 be	 of	 $19,464	 per	 capita.	 In	 2016,	 Argentina’s	 GDP	 per	 capita	
reached	 $10,051,	 in	 Chile	 of	 $12,938	 and	 in	 Mexico	 and	 Brazil,	 $8,415	 and	
$7,447,	respectively.	(The	International	Monetary	Fund)	
- Among	the	Latin	American	countries,	Argentina	stands	out	for	having	expanded	
the	 number	 of	 its	 trading	 partners.	 It	 plays	 a	 central	 role	 in	 the	world	 trade	
networks.		
- Recovered	 good	 standing	 with	 IMF	 after	 agreement	 with	 holdouts	 and	

























Index18,	 which	 scores	 countries	 on	 how	 corrupt	 their	 public	 sector	 is,	 has	
increased	to	36	in	2016,	being	of	32	in	2015.	It	 is	a	high	number	compared	to	
Mexico,	whose	index	is	of	30,	but	not	as	high	as	Brazil	or	Chile,	whose	indexes	
are	of	40	and	66,	 respectively.	However,	 it	 is	not	a	 low	number	compared	 to	
other	countries	in	the	world.		
- Even	though	subsidies	for	electricity	are	gradually	being	decreased,	businesses	
enjoy	 low	 cost	 of	 electricity	 but	 this	 has	 led	 to	 a	 lack	 of	 investment	 in	
infrastructure	 resulting	 in	 problems	 with	 generation	 and	 distribution.	 Power	
shortages	 are	 frequent,	 particularly	 at	 peak	 times	 during	 summer	 months.	
Blackouts	therefore	seriously	affect	business	activity	in	Argentina.	The	price	of	
















- Renewed	openness	 to	 foreign	 investment	will	 allow	 firms	 to	 reverse	 years	of	
underinvestment	in	key	sectors,	including	agriculture,	power	and	energy.	





restricted	 by	 capital	 and	 price	 controls	 under	 the	 previous	 administration,	
including	energy,	manufacturing	and	real	estate.		
- Experts	 from	 the	 IMF	predict	 that	unemployment	 is	 going	 to	decrease	 in	 the	
future.	 The	 unemployment	 rate	 for	 2016	 was	 estimated	 of	 8.47%	 and	 it	 is	
expected	to	decrease	until	2022,	where	it	will	reach	the	value	of	6.1%.		
- The	 manufacturing	 sector	 exports	 are	 likely	 to	 improve	 as	 firms	 leverage	
renewed	access	to	foreign	capital	markets	to	invest	in	upgrading	and	expanding	
productive	 capacity,	 benefitting	 from	 a	 weaker	 currency	 that	 has	 bolstered	
export	competitiveness.	Additionally,	a	modest	rebound	in	Brazilian	economic	
activity	 will	 provide	 tailwinds	 to	 Argentine	 exporters,	 given	 that	 Brazil	 is	
Argentina’s	largest	export	market.			
- Government	 revenues	 are	 expected	 to	 grow.	 Argentina’s	 fiscal	 position	 is	
expected	 to	 improve	 through	 2017,	 driven	 primarily	 by	 a	 strong	 rebound	 in	
economic	activity.	It	is	expected	that	rising	investment	and	export	demand	will	
drive	a	recovery	that	will	underpin	robust	government	revenue	growth	 in	the	
coming	 years.	 Over	 the	 year,	 additional	 revenue	 will	 come	 from	 the	
implementation	on	August	1	of	a	tax	program	meant	to	encourage	repatriation	
















coupled	 with	 its	 pro-investment	 policy	 orientation,	 will	 allow	 it	 to	 maintain	






- Inflation	 has	 increased	 in	 the	 last	 year	 from	 28.4%	 in	 2015	 to	 41%	 in	 2016.	
(Coface,	2017)	




- Potential	 electrical	 energy	 crisis.	 Argentina	 presents	 a	 demand/supply	
imbalance.		On	the	one	hand,	demand	is	not	high	enough	because	the	population	
cannot	pay	the	full	price	of	the	energy.	On	the	other	hand,	the	problem	of	supply	
is	 caused	 because	 there	 has	 not	 been	 enough	 investment	 to	 have	 a	 good	
structure	of	generation	and	distribution,	which	makes	prices	more	expensive.		
- According	 to	 the	 IMF,	Argentina’s	current	balance	account	 is	going	 to	decline	
from	-$7.253	billions	in	2016	to	-$16.599	billion	in	2021.		
																																																						
20 The system of rating securities was originated by John Moody in 1909. The purpose of Moody’s ratings is to provide 










































slow	 process	 in	 which	 several	 negative	 economic	 and	 political	 elements	 created	
resistance	to	development	and	contributed	to	accelerating	the	country’s	misfortune.		
	
Additionally,	 external	 phenomena	 such	 as	 globalization,	 the	 world	 wars,	 the	
global	economic	crises,	among	others,	coupled	with	Argentina’s	strong	dependence	on	
other	 economies,	 have	 undoubtedly	 contributed	 to	 the	 decline	 of	 Argentina.	 For	
instance,	 in	 the	 agriculture	 sector,	with	 the	 “Agro-export”	model,	Argentina	became	
heavily	dependent	on	the	European	Continent,	especially	on	Great	Britain.	This	exposed	
Argentina	 to	 the	 economic	 cycles	 of	 Europe,	 which	 entered	 in	 recession	 with	 the	






















subsidies	 instead	 of	 creating	 a	 good	 infrastructure	 for	 roads,	 an	 energy	 distribution	
system.	
	
	 As	 for	 the	 future	 of	 Argentina,	 I	 believe	 it	 has	 a	 lot	 of	 potential.	 The	Macri	
government	 has	 taken	 the	 necessary	 or	 more	 obvious	 steps	 to	 make	 Argentina's	
economy	competitive.	For	example,	freeing	the	exchange	rate	or	negotiating	debt	with	
holdouts.	It	is	a	very	dynamic	economy	that,	although	it	depends	to	a	large	extent	on	
Brazil,	has	an	agricultural	and	an	energy	sector	 that	with	 the	correct	 investment	can	
become	very	 important.	Thanks	to	 its	 recent	opening	to	the	world,	a	 lot	of	capital	 is	
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